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PROCEDURAL HISTORY

The above titled matters involve petitions for extended area service (EAS) between outstate
exchanges.  They are at various stages in the petitioning process.  No rates have been set for
balloting in any of these dockets.

On January 4, 1994, the Commission reviewed stimulation studies conducted in four dockets
involving petitions for EAS between outer rim exchanges and the Metropolitan Calling Area
(MCA).  The exchanges studied had been recently added to MCA:  Belle Plaine, Waconia, New
Prague, and Cologne.  From these studies, the Commission determined that 4, rather than the



     1 In considering the Department's petition for reconsideration of its decisions in those
matters, the Commission reviewed and reaffirmed its decisions and rationale used in those
Orders.  See, e.g. In the Matter of the Petition of Certain Subscribers in the Belle Plaine
Exchange for Extended Area Service to the Minneapolis/St. Paul Metropolitan Calling Area,
Docket No. P-405, 421/CP-86-55, ORDER DENYING RECONSIDERATION (March 23,
1994).

     2 It is understood that the availability of EAS will stimulate subscribers in the affected
exchanges to increase the number and duration of calls between those exchanges.  The
percentage increase in such calling occasioned by the switch to EAS translates into an EAS
stimulation factor.  For example, an increase of 600 percent translates into a stimulation factor
of 7.  The EAS rate is set to recover, among other things, the expense of installing facilities and
operating expenses that will be necessary to accommodate this increased calling.
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previous 7, was the appropriate stimulation factor for cost study purposes.1

On January 7 and 12, 1994, the Commission solicited comments in the above cases regarding the
appropriate stimulation factor to be used in outstate cost studies.

On January 21, 1994, the Minnesota Department of Public Service (the Department) filed
comments. 

On January 31, 1994, the Minnesota Telephone Association (MTA) filed comments.

On February 10, 1994, the Department filed responsive comments.

On March 8, 1994, the Commission met to consider these matters.

FINDINGS AND CONCLUSIONS

No party can offer empirical evidence directly related to the outstate stimulation factor.2  The
only related empirical evidence is the metropolitan calling area study which revealed a peak
usage rate ranging up to 3.31.  On the basis of those MCA-related studies the Commission
concluded that for the exchanges petitioning the MCA, the stimulation factor should be set at 4
to assure adequate facilities to handle the EAS stimulated traffic.  
The Department argued that the stimulation factor for outstate EAS routes is different from the
stimulation factor for metro routes.  The Department reasoned that petitions involving small
local calling areas and a smaller number of access lines would have relatively less usage
stimulation after EAS.  The Department cited two outstate exchanges in which the companies
had used a stimulation factor of 2 or less.



     3 For similar reasoning and decision, see e.g. Belle Plaine, Docket No. P-405, 421/CP-86-
55, ORDER DENYING RECONSIDERATION (March 23, 1994) at page 3.

     4 Belle Plaine (Vista):  P-405, 421/CP-86-55; Cologne (United):  P-430, 421, 407, 405,
426/CP-90-441; Waconia (United):  P-430, 421/CP-86-5; and New Prague (Eckles): P-520,
421/CP-86-537.
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The Commission agrees that EAS between outstate exchanges is likely to stimulate less traffic
than EAS to the MCA.  However, it is not clear that the stimulation rate for the exchanges at
issue here will be as low as the Department suggests, 2.  

The Commission holds the assurance of uninterrupted adequate service as a baseline concern.  In
that regard, the Department's proposed reliance on the dial service requirements rule (Minn.
Rules, part 7810.5300) to assure continuous adequate quality of service is unacceptable.  The
rule provides, at best, a means to restore adequate service after it has fallen below the standard,
in the rule's terms, "on a continuing basis."  In light of the additional stress that EAS will
unquestionably place upon the network, the Commission finds that the rule is not an adequate
substitute for prudent action ahead of time to assure adequate facilities.3

At the same time, the Commission is not prepared to accept the MTA's proposal that the
stimulation factor for these outstate exchanges be set at 4.  Before any stimulation studies were
done, the Commission approved a factor of 7 for metro area petitions and 5 for outstate petitions,
based in large part on what was reported as industry standards.  Subsequently, stimulation
studies prepared for the Belle Plaine, Cologne, Waconia, and New Prague dockets4 showed that
the metro area stimulation factor of 7 was 75 percent higher than was appropriate.  Making an
analogous downward adjustment of the outstate stimulation factor reduces that factor from 5 to
2.85, or 3.  

Commission Action

On the basis of the foregoing analysis, the Commission will adopt a stimulation factor of 3 for
the cases involved in this Order. 

In addition, the Commission will continue to gather empirical evidence regarding the EAS
stimulation actually experienced in outstate exchanges but will do so with a practical eye to the
ultimate impact upon EAS rates.  True-ups previously ordered by the Commission in the routes
of Hinckley to Pine City, Mora, and Sandstone will include stimulation studies.  

A wider range of such studies, however, does not appear warranted.  The Commission is
concerned that it not require stimulation study expenditures in excess of the value of such studies
to consumers.  As the Commission has noted in previous Orders, the stimulation factor plays a
relatively minor role in determining EAS rates.  Any savings achieved by using a finely-tuned
stimulation factor can be quickly overcome by stimulation study expenses, which, of course, are
recoverable in EAS rates.

ORDER

1. Within 30 days of this Order, the affected telephone companies shall refile cost studies
and proposed rates reflecting a stimulation factor of 3 in the following petitions:

Kabetogama to International Falls; 
Garrison to Nokay Lake and Brainerd; 
Embarrass to Virginia and Babbitt; 
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Meadowlands to Hibbing, Floodwood, Alborn/Duluth; Nickerson to Carlton and
Duluth; and
Richmond to Cold Spring/St. Cloud.

In their filings, the Companies shall provide three sets of proposed rates, reflecting
revenue requirement splits of 75/25, 60/40, 50/50.

2. Within 30 days after the companies have filed their cost studies and proposed rates
pursuant to Ordering Paragraph 1, the Minnesota Department of Public Service (the
Department) shall file its report of investigation on these filings.

If the Department believes any part of the companies' costs or proposed rates to be
inaccurate or objectionable in any way, it shall propose new rates reflecting the
correction.

3. Any party wishing to make comments on the Department's report shall do so within 20
days of the filing of the Department's report.

4. The Commission has not established schedules for filing cost studies and proposed rates
in the following matters:

Freeport to Melrose
New Munich to Melrose
Madison Lake to St. Peter and
Zumbrota to Rochester, Pine Island, and Oronoco.

When the matters come before the Commission again, a stimulation factor of 3 shall be
used by the affected telephone companies.

5. This Order shall become effective immediately.

BY ORDER OF THE COMMISSION

Burl W. Haar
Executive Secretary
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